Problems  of  Tax  Administration  in  Colorado 
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he  Constitution  of  Colorado  was  adopted  in  1876.  The  years 

preceding  this  date  constituted  a  period  of  unrest  charac- 
J  teiised  especially  by  great  distrust  not  only  of  the  legisla¬ 
ture  but  of  all  kinds  of  government.  The  period  had  been  marked 
by  the  revelations  of  such  corruption  as  the  Tweed  scandals  in 
New  York  city  unearthed  by  Tilden.  The  country  was  as  yet  famil¬ 
iar  with  the  carpet  bag  regime  which  had  prevailed  in  the  southern 
states  after  the  Civil  War.  This  period  in  the  south  was  character¬ 
ized  by  enormous  extravagances.  The  financial  panic  of  1873  was 
still  fresh  in  the  minds  of  the  people  and  the  general  impression 
seemed  to  prevail  that  great  limitation  should  be  placed  on  the 
power  of  all  officials  and  particularly  members  of  the  legislature. 
The  constitutions  that  were  made  in  this  period  are  filled  with 
this  distrust. 

Limitation  of  Taxation  for  State  Purposes 

A  peculiar  limitation  in  these  constitutions  is  that  which 
provides  that  the  levy  of  tax  for  state  purposes  shall  not  exceed 
a  certain  number  of  mills  on  the  dollar  of  assessed  valuation. 
This  is  an  unusual  feature  in  the  state  constitutions  and  exists 
in  but  few  states.  Aside  from  the  suspicion  and  distrust  char¬ 
acterizing  the  above-mentioned  period,  there  can  be  no  reason 
for  placing  a  limitation  on  the  amount  of  tax  to  be  levied  for  state 
purposes.  There  is  certainly  a  far  greater  reason  for  placing  a 
limitation  on  the  tax  that  may  be  levied  for  local  purposes  as  the 
tax  for  state  purposes  is  generally  not  more  than  1-10  of  the  total 
amount  of  the  tax  paid  by  any  taxpayer.  The  limitation  on  the 
amount  of  state  tax  has  a  tendency  to  destroy  the  responsibility  o! 
the  members  of  the  legislature  and  frequently  leads  them  to  make 
appropriations  recklessly  with  the  assurance  that  the  constitution 
will  limit  the  amounts  to  be  raised. 

Order  of  Payment  of  Appropriations 

A  corollary  to  the  constitutional  limitation  of  the  amount 
of  state  tax  to  be  raised  is  the  classification  of  the  order  of  pay¬ 
ment  of  appropriations.  It  has  been  felt  by  the  legislature  that  a 
classification  should  be  established  providing  that  certain  appro- 
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priations  shall  be  paid  before  others  The  reasons  for  this  are 
the  fear  that  so  large  an  amount  of  money  would  be  appropriated 
for  various  purposes  that  a  pro-rata  payment  of  the  appropriations 
would  not  leave  sufficient  amounts  to  pay  the  ordinary  legislative, 
executive  and  judicial  expenses,  and,  perhaps  further,  distrust 
of  the  discretion  of  the  legislature  in  deciding  the  rel¬ 
ative  magnitude  of  the  appropriations.  In  Colorado,  the  leg¬ 
islature  has  provided  that  appropriations  shall  be  paid  in  the 
following  order:  First,  the  ordinary  legislative,  executive  and  ju¬ 
dicial  expenses,  together  with  interest  on  any  public  debt.  Second, 
appropriations  for  all  institutions  whose  inmates  are  confined 
against  their  will.  Third,  appropriations  for  educational  and 
charitable  institutions.  Fourth,  appropriations  for  officers,  bu¬ 
reaus  and  boards.  Fifth,  all  other  appropriations.  (Revised  Stat¬ 
utes,  1908,  Page  214.) 

Practical  experience  has  shown  that  the  four  mill  limitation 
in  Colorado  and  this  classification  have  resulted  in  the  appropria¬ 
tions  being  paid  as  a  rule  only  in  the  first  three  classes  and  dur¬ 
ing  the  last  biennial  period  the  appropriations  for  the  first  and 
second  classes  were  paid  and  one-half  of  those  to  the  charitable  and 
educational  institutions.  Experience  shows  that  a  struggle  has 
resulted  between  the  officers  of  the  various  state  institutions  and 
the  state  executive  officers  to  change  or  interpret  in  a  different  way 
the  classification  law.  There  is,  therefore,  a  constant  struggle  to 
get  appropriations  in  the  fourth  or  fifth  class  into  the  first,  second 
or  third  class. 

State  Tax  Limitation  Results  in  Impoverished  State  and  Extrav¬ 
agant  Local  Government 

The  practical  result  of  this  kind  of  constitutional  limita¬ 
tion  and  statutory  provision  has  been  that  the  appropriations  for 
state  purposes  were  placed  in  the  hands  of  the  county  assessors. 
In  1877  the  Supreme  Court  held  that  the  valuation  as  fixed  by 
the  local  authorities  could  not  be  increased  by  the  State  Board  of 
Equalization,  (3  Colo.  428) .  If  the  assessors  decided  to  assess  prop¬ 
erty  at  less  than  its  full  cash  value,  as  has  always  been  the  case  in 
this  state,  the  result  has  been  that  the  state’s  revenue,  being  fixed  by 
the  constitution  at  four  mills  on  the  dollar  of  assessed  valuation, 
was  considerably  cut  down.  Since  the  agreement  of  the  assessors 
to  assess  property  at  one-third  of  its  value,  which  had  prevailed 
for  a  number  of  years  before  1913,  there  has  been  a  continuous 
shortage  in  the  state’s  revenue.  Plenty  of  tax  has  been  paid  by  the 
taxpayer  but  as  the  limitation  on  county,  city,  and  school  revenues 
was  practically  inoperative  the  great  bulk  of  the  tax  which  the 


taxpayer  paid  has  gone  to  the  local  governmental  units.  The  lim¬ 
itation  on  the  state  tax  has  not  helped  the  taxpayer  in  any  way 
as  he  has  had  to  pay,  generally  speaking,  what  the  traffic  would 
bear.  The  practical  result,  therefore,  has  been  that  the  localities 
and  not  the  state  succeeded  in  getting  the  revenue.  The  extrav¬ 
agances  in  the  administration  of  the  government  have  been  local 
and  not  state.  The  justification  for  a  limit  on  the  state  tax,  which 
is,  on  the  average  not  over  1-10  of  the  total  payment  made  by  the 
taxpayer,  is  slight  when  there  is  practically  no  limit  on  the  tax  that 
can  be  raised  for  local  purposes. 

Difficulty  in  Increasing  Four  Mill  State  Tax  Maximum  in 

Constitution 

The  State  of  Colorado  having  committed  itself  to  a  con¬ 
stitution  with  a  provision  limiting  the  amount  of  money  that  can 
be  raised  for  state  purposes  will  have  great  difficulty  in  getting  rid 
of  this  limitation.  The  people  are  of  the  opinion  that  this  lim¬ 
itation  is  excellent  as  they  feel  that  it  protects  them  against  the 
extravagances  of  the  legislature.  They  fail  to  realize  how  slight 
a  proportion  of  the  total  tax  is  the  amount  paid  to  the  state 
and  while  excessively  jealous  of  any  encroachment  on  the  local  rev¬ 
enues,  such  as  school,  city  and  county,  they  are  most  sensitive 
about  any  increase  in  state  taxes.  So  great  an  amount  of  ignor¬ 
ance  prevails  as  to  the  proportion  of  state  and  local  taxes  paid  by 
the  ordinary  taxpayer  than  an  excessive  levy  for  streets,  roads  or 
schools  which  results  in  a  considerable  increase  in  the  taxpayer's 
burden  for  any  one  year,  is  attributed  to  the  extravagances  of 
the  state  administration  generally  or  to  a  governor  whose  political 
ambitions  have  been  successful.  It  might  also  be  mentioned  that 
patriotism  and  public  spirit  are  greatest  when  concerned  with  the 
small  units  of  government.  The  ordinary  citizens  will  make  great¬ 
er  sacrifices  for  their  district  school  than  for  a  state  institution 
and  they  are  more  interested  in  the  road  district  at  home  than  in 
state  highways  in  a  distant  part  of  the  state.  The  same  principle 
applies  to  cities  and  counties.  The  public  spirit  and  patriotism  of 
the  ordinary  citizen  are  manifest  principally  in  the  local  govern¬ 
mental  activties.  Even  the  men  who  are  sent  to  the  legislature 
are  urged  first  of  all  to  represent  their  district.  The  welfare  of 
their  constituents  is  first  in  their  minds  and  the  kind  of  legislation 
which  they  are  expected  to  secure  is  often  that  in  which  the  cit¬ 
izens  of  their  district  are  directly  interested. 

This  local  patriotism  and  public  spirit  is  fostered  and  en¬ 
couraged  by  the  daily  press.  Newspapers  are  everywhere  com¬ 
mercial  enterprises.  They  are  conducted  not  primarily  for  the 


purpose  of  rendering  great  service  to  the  community  by  cherish¬ 
ing  higher  ideals,  but  are  devoted  principally  to  the 
purpose  of  making  money  by  serving  as  a  vehicle  of  modern  ad¬ 
vertising.  Such  being  the  case  and  the  advertising  coming  from 
the  city  in  which  the  paper  is  published,  it  is  but  natural  that  the 
newspapers  should  place  excessive  emphasis  on  local  interests. 
For  these  reasons  the  newspapers  are  engaged  constantly  in  point¬ 
ing  out  the  advantages  in  every  way  of  the  places  in  which  they 
are  published  and  they  are  frequently  engaged  also  in  giving  a 
willing  ear  to  the  alleged  grievances  of  the  city  of  their  publica¬ 
tion,  especially  when  such  grievances  are  said  to  result  from  the 
oppression  of  the  state.  They  are  the  champions  of  their  city  in 
any  conflict  with  the  state  government,  or  any  administration  of 
the  law  in  such  a  manner  as  appears  to  them  to  discriminate 
against  the  interest  of  their  particular  localities. 

The  result  of  this  attitude  on  the  part  of  the  citizens  has 
led  to  the  development  of  a  great  jealousy  of  local  interests  as 
against  the  state.  Therefore,  any  movement  to  repeal  the  consti¬ 
tutional  limitation  of  four  mills  on  the  dollar  of  assessed  valuation 
and  in  this  way  provide  a  greater  revenue  for  the  state  is  under¬ 
stood  at  once  by  the  electorate  to  mean  a  reduction  in  the  sources 
of  revenue  from  which  these  local  units  have  enjoyed  an  abundant 
supply.  It  is,  therefore,  most  unlikely  that  any  provision  de¬ 
creasing  the  limitations  on  the  legislative  power  to  expend  money 
will  meet  with  a  favorable  reception  at  the  hands  of  the  voters. 

Defects  of  Local  Administration 

Generally  speaking,  in  the  years  that  have  passed  since 
Colorado  was  organized  as  a  state,  the  principal  work  of  the 
county  assessor  has  been  so  to  administer  the  law  as  to  keep  the 
system  working  smoothly.  The  democratic  spirit  of  equality  has 
prevailed  and  no  very  great  disturbances  have  been  brought  about: 
by  the  activity  of  the  local  assessor.  It  is  only  in  recent  years 
when  the  unequal  distribution  of  wealth  has  become  very  con¬ 
spicuous  that  the  populace  has  begun  to  complain  of  the  assess¬ 
ment  of  corporate  property  and  has  made  the  pathway 
of  the  assessor  somewhat  thorny.  Until  1913  it  had  been 
the  practice  in  some  counties  for  the  assessor  to  make  a  large  part 
of  his  assessment  without  leaving  the  office.  He  would  simply 
copy  the  schedules  from  year  to  year.  At  the  present  time,  in 
1913,  some  assessors  have  assessed  all  the  land  at  the  same  price 
per  acre  regardless  of  whether  or  not  it  joined  the  railroad  or  was 
ten  miles  away.  The  lack  of  thorough  methods  of  work  which 
has  prevailed  in  many  of  the  county  assessor’s  offices  is  shown  by 


the  amount  of  rebates  granted.  Whenever  a  person  is  assessed 
twice  on  the  same  property,  or  has  been  assessed  for  several  years 
after  he  has  moved  away  from  the  state,  and  rebates  are  granted 
by  the  county  commissioners,  it  is,  of  course,  clearly  apparent  that 
the  assessor  made  errors  and  counties  which  have  an  excessive 
amount  of  rebates  show  defective  work  or  a  lack  of  work  on  the 
part  of  the  local  assessor.  The  total  rebates  for  the  year  1911 
amounted  to  over  $400,000  in  taxes. 

Another  cause  of  the  lack  of  vigor  in  the  assessors  offices  is 
in  some  counties  brought  about  by  large  coporate  interests  elect¬ 
ing  the  assessor.  It  has  been  said  on  the  floor  of  Congress  that 
in  some  of  the  counties  in  Colorado  the  county  officers  have  been 
elected  by  these  corporations  during  the  last  ten  years  and  the 
assessor  thus  elected  is  charged  with  failing  to  administer  the  law 
in  such  a  way  as  the  legislature  contemplated.  Commisioners  in 
such  counties  when  elected  by  these  large  industrial  concerns 
are  reported  to  be  unwilling  to  furnish  proper  assistance  to  the 
assessor  even  if  he  should  vigorously  desire  to  place  on  his  books 
all  the  taxable  property  in  the  county  at  the  valuation  contem¬ 
plated  by  the  law. 

Narrowing  Jurisdiction  of  the  County  Assessor 

The  constitution  of  Colorado  provides  that  there  shall  be 
elected  in  each  county,  a  county  assessor.  This  is  the  only  con¬ 
stitutional  provision  regarding  this  office  and  the  duties  are  ap¬ 
parently  left  to  be  prescribed  by  statute.  There  is,  therefore,  no 
great  limit  to  the  restrictions  which  the  legislature  may  place 
upon  this  officer.  Apparently,  the  legislature  might  leave  him 
little  to  do  besides  the  clerical  work  of  assessment,  such  as  de¬ 
livering  the  schedules  to  the  taxpayers,  and  could  confer  upon  some 
other  person  or  persons  the  power  to  fix  the  valuations  of  nearly 
all  property  in  the  county.  The  legislature  has  modified  the  as¬ 
sessors’s  power  by  placing  the  railroads  and  other  public  utilities 
under  the  jurisdiction  of  a  central  body  as  far  as  valuation  for 
assessment  is  concerned.  The  last  step  in  this  direction  was  made 
by  the  legislature  in  1913,  which  placed  the  local  public  utilities 
such  as  street  railways,  gas  companies,  electric  light  and  power 
companies,  water  companies,  etc.,  under  the  authority  of  the  Colo¬ 
rado  Tax  Commission.  These  utilities  had,  up  to  1913,  been  assessed 
by  the  local  assessor.  Whether  or  not  the  legislature  could  con¬ 
tinue  to  decrease  the  powers  of  the  local  assessor  by  removing 
practically  all  property  from  his  jurisdiction  and  placing  it  under 
the  control  of  the  Tax  Commission,  or  some  other  centralized  as¬ 
sessing  body,  is  not  definitely  known,  but  the  preponderance  of 


opinion  would  seem  to  indicate  that  as  long  as  any  property  was 
left  for  the  assessor  to  assess,  the  legislature  would  be  complying 
with  the  requirements  of  the  constitution. 

The  properties  that  have  thus  far  been  taken  away  from 
the  jurisdiction  of  the  county  assessors  and  placed  under  the  con¬ 
trol  of  a  centralized  body  are  properties  whose  valuation  for  tax¬ 
ation  is  most  difficult  to  determine.  It  is,  of  course,  well  under¬ 
stood,  that  it  would  be  impossible  for  the  local  assessor  to  value 
for  taxation,  with  any  degree  of  accuracy,  such  property  as  a  rail¬ 
road,  which  extends  through  a  great  number  of  counties.  The 
same  is  true  of  telegraph,  telephone,  electric  light  and  power  com¬ 
panies  and  any  other  company  whose  property  extends  into  several 
counties.  The  same  may  also  be  said,  though  it  is  true  in  a  less 
degree,  of  local  public  utilities,  such  as  water  works,  electric  light 
and  gas  and  street  car  companies.  While  these  are  purely  local, 
experience  has  demonstrated  that  whenever  the  value  of  a  cor¬ 
poration  is  to  be  determined  by  considering  the  market  value  of  its 
securities  and  using  various  other  means  for  ascertaining  intangi¬ 
ble  values,  the  local  assessors  have  failed  to  get  a  very  successful 
approach  to  the  true  value.  This  experience  induced  the  legislature 
to  place  the  assessment  of  these  companies  under  a  centralized  body 
more  familiar  with  determining  values  by  other  methods  than 
merely  estimating  the  valuation  of  the  physical  part  of  the  concern. 

The  importance  of  this  centralizing  tendency  in  tax  leg¬ 
islation  is  apparent  when  we  consider  the  obstacles  in  the  effective 
administration  of  the  general  property  tax  system  as  it  exists  at  the 
present  time  in  Colorado.  Even  the  centralized  body  with  ample 
power  has  very  great  difficulty  in  bringing  about  the  assessment 
of  property  by  the  local  assessors  at  its  full  cash  value.  Schemes 
to  obviate  this  difficulty  and  make  more  easy  of  administration  the 
general  property  tax  system  have  been  brought  forward  at  various 
times  and  one  of  the  more  practicable  appears  to  be  this  reduction 
m  the  powers  of  the  local  assessor  by  placing  the  property  under 
•the  jurisdiction  of  the  centralized  body. 

State  Centralization  of  Tax  Administration  in  Ohio. 

In  states  where  the  general  property  tax  is  to  be  retained 
and  made  efficient,  there  is  no  question  but  that  a  great  deal  of 
centralization  in  its  administration  is  necessary.  The  most  ad¬ 
vanced  step  in  this  direction  was  taken  by  the  legislature  of  1913 
in  the  State  of  Ohio.  A  drastic  administration  system  for  the 
general  property  tax  was  established  by  the  legislature  of  that' year. 
It  was  provided  that  the  elected  assessors  should  be  abolished  and 
each  county  made  an  assessment  district.  If  the  county  has  less 


than  65,000  population,  one  assessor,  and  if  over  that  number,  two 
assessors  (one  of  each  party  are  to  be  appointed  by  the  governor.) 
There  is  no  limit  to  the  term  of  these  officers,  but  they  are  remov¬ 
able  by  the  Tax  Commission  with  the  consent  of  the  governor. 
The  district  assessors  are  empowered  to  appoint  assistants  or  dep¬ 
uties,  subject  to  the  approval  of  and  removal  by  the  State  Tax 
Commission.  The  State  Tax  Commission  hears  all  appeals  from 
a  board  of  complaints  consisting  of  three  members  appointed  by 
the  State  Tax  Commission  with  the  consent  of  the  Governor  for 
terms  of  three  years.  The  State  Tax  Commission  may  order  a 
percentage  addition  to  the  valuation  of  real  or  personal  assess¬ 
ments  in  any  county,  township,  city  or  ward ;  it  may  direct  a  dis¬ 
trict  assessor  to  make  a  reassessment  of  personal  property  by  re¬ 
vising  the  returns  made  by  taxpayers.  In  making  this  revision  the 
law  does  not  provide  for  any  notice  to  the  individual  taxpayer  nor 
dees  it  apparently  give  him  any  opportunity  for  an  appeal.  This 
appears  at  once  as  a  very  great  extension  of  power  in  a  centralized 
body.  The  people  of  Ohio  are  devoted  to  the  general  property  tax 
system  and  refused  to  change  or  modify  it  in  any  essential  partic¬ 
ular  in  their  new  constitution  which  went  into  operation  last  year, 
but  they  have  also  learned  the  weakness  of  the  local  administration 
of  this  system  and  have  found  that  in  order  to  secure  the  valua¬ 
tion  of  property  at  its  actual  worth  a  centralized  body  must  be  es¬ 
tablished  with  almost  absolute  power  to  bring  sufficient  pressure  to 
bear  on  the  local  assessing  officers. 

The  appointment  of  the  local  assessors  by  the  governor  will 
probably  be  nothing  more  than  the  appointment  of  these  officers  on 
the  recommendation  of  the  State  Tax  Commission.  Their  tenure 
of  office  being  practically  unlimited  will  depend  upon  their  effici¬ 
ency.  They  will,  therefore,  be  immune  to  the  local  pressure,  which 
has  been  the  bane  of  the  administration  of  the  general  property 
tax  system.  As  soon  as  the  assessor  is  assured  of  a  permanent 
tenure  of  office,  partiality  and  discrimination  in  assessments  as 
well  as  undervaluation  will  rapidly  disapear. 

Colorado  Tax  Commission  May  Increase  Aggregate  Valuation  of 

State 

Since  Colorado  was  admitted  into  the  Union  there  have 
been  but  two  attempts  at  equalization.  The  first  was  made  in  1877 
when  the  attempted  equalization  at  that  time  resulted  in  an  in¬ 
crease  in  the  aggregate  valuation  of  the  state.  The  Supreme 
Court  ruled  in  the  case  of  People  against  Lothrop,  3  Colorado,  423 
that  such  increase  in  the  aggregate  valuation  was  unconstitutional. 
After  that  no  further  attempt  was  made  to  equalize  until  1899 


when  the  State  Board  of  Equalization  attempted  to  increase  the 
valuations  of  certain  classes  of  property.  In  People  against  Ames.. 
27  Colorado,  346,  the  Supreme  Court  decided  that  such  increase  in 
the  valuations  of  property  was  unconstitutional.  After  that  time 
no  further  atempts  were  made  to  equalize  the  property  of  the  state 
and  the  values  as  returned  by  the  local  assessors  were  accepted  as 
the  valuations  upon  which  the  state  levy  should  be  extended.  By 
Sections  31,  32  and  33  of  Chapter  216  of  the  Session  Laws  of  1911, 
provision  was  made  for  a  report  by  the  Tax  Commission  to  the 
State  Board  of  Equalization,  stating  the  amount  to  be  added  to  the 
valuations  returned  by  the  county  assessors  so  as  to  secure  the  as¬ 
sessment  of  property  at  its  full  cash  value.  Proceeding  under  these 
sections,  the  Tax  Commission  added  certain  amounts  to  the  valua¬ 
tions  of  nearly  all  the  counties  on  October  1st,  1913.  These  valua¬ 
tions  were  accepted  by  the  State  Board  of  Equalization  as  the 
equalized  valuations  and  an  order  was  transmitted  to  the  county 
assessors  to  increase  b^#adding  a  certain  percentage  to  the  valua¬ 
tion  of  each  item  of  property1  which  had  heretofore  been  fixed 
by  the  local  assessor/* -•Tl^e  assessor  of  the  City  and  County  of 
Denver  declined  to  comply  with  this  order  and  the  Attorney  Gen¬ 
eral  applied  for  a  mandamus  in  the  Supreme  Court  to  compel  the 
valuation  to  be  added*. The  Supreme  Court  decided  on  January  12, 
1914,  that  the  alternative  mandamus  should  be  made  absolute  and 
that  the  orders  of  the  State  Board  of  Equalization  and  Tax  Com¬ 
mission  should  be  enforced.  In  making  this  decision  the  Supreme 
Court  held  that  the  State  Board  of  Equalization  could  not  increase 
the  aggregate  valuation  of  the  state — the  same  doctrine  that  had 
been  promulgated  in  the  earlier  case  of  the  People  against  Lothrop 
above  referred  to — but  decided  that  the  increase  was  made  by  the 
Tax  Commission  and  that  the  legislature  had  conferred  on  the  Tax 
Commission  the  power  of  original  assessment  the  same  as  it  had 
conferred  this  power  on  the  local  assessor.  The  Tax  Commission 
can,  therefore,  by  this  decision  assess  any  property  in  the  county 
individually,  but  in  doing  this  must  complete  its  work  before  the 
local  board  of  equalization  has  finished  its  sessions  in  September. 
If  the  Tax  Commission  increases  the  valuation  after  October  1st, 
such  increase  must  be  made  horizontally,  that  is,  by  adding  a  cer¬ 
tain  percentage  to  each  item  of  valuation  heretofore  fixed  by  the 
local  assessor.  The  Colorado  Tax  Commission  is  therefore  em¬ 
powered  to  increase  the  aggregate  valuation  of  the  state  as  re¬ 
turned  by  the  county  assessors  whenever  all  the  property  in  the 
counties  has  not  been  assessed  at  its  full  cash  value. 


